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To the Stockholders of 
Edison Brothers Stores, Inc. 


(Me Eighteenth Annual Report of your Company for the year 1946 is submitted 
herewith on behalf of your Board of Directors. 


Net Sales 


It is gratifying to note that mounting sales have been constant for the past 18 years, 
with the exception of the year 1943 when shoe rationing regulations became effective. 
Sales for 1946 reached a new all-time high of $65,670,766 as compared with $53,215,144 
for 1945, an increase of 23.41%. 


Operating Results 

Net income for the year after provision for federal and state income taxes, likewise 
was an all-time record, amounting to $3,182,178. This is equivalent to $3.53 per share as 
compared with $1.39 per share earned in 1945 after giving effect to the two for one 
split-up of the common stock as of January 28, 1946. 


The 1946 net income includes $387,878 capital gains on real estate transactions and 
from the sale of securities after applying the federal tax rate applicable thereto. 


The 414% price increase absorption imposed upon shoe retailers as required under 
O.P.A. regulations until October 31, together with absorption of further increases charged 
by manufacturers after price decontrol, adversely affected the mark-up for the year. 
It was also found necessary at the end of the year to adjust inventory values consistent 
with prevailing conditions. 


Dividends 

Dividends paid on preferred stock in 1946 amounted to $212,500. The quarterly 
dividends on common stock were increased from 25¢ to 37\44c per share during 1946, 
and a like dividend of 37\4c per share on common stock was declared for the 
first quarter of 1947. Including the extra dividend of 50c per share paid in December, 
a total of $1,471,125 or $1.75 per share was paid on common stock for the year. This 
compares with $612,515 paid in common dividends during 1945. 


Taxes 


The provision for federal income taxes in the amount of $1,851,092 was determined 
from the rates provided for in the 1946 Revenue Act. All federal income tax returns 
for years prior to 1946 have been examined by the Bureau of Internal Revenue. 


Salaries and Wages 


Total salaries and wages for 1946 amounted to $9,408,814, which compares with 
$7,533,392 for the previous year, an increase of 24.89%. This includes Christmas 
bonuses which for 1946 amounted to approximately $215,000. 


Financial Position 
Your Company continues to maintain a strong and liquid financial position as 
indicated by the consolidated balance sheet. Net working capital as reflected by the 


balance sheet at the close of the year amounted to $12,013,034 compared with $11,866,852 
at the end of the previous year. The total current assets showed a ratio of 3.84 to one 
against total current liabilities. 


In order to further strengthen the financial position, your board of Directors 
effected the sale of the remaining authorized 15,000 shares preferred stock to a group 
of investment institutions. This transaction was consummated on January 20, 1947, and 
the net proceeds of approximately $1,500,000 were added to working capital. 


Inventories 


In view of growing consumer resistance prevailing as to merchandise in the 
higher price ranges and consumer conscience in regard to proper standards of quality the 
inventories at the end of the year were carefully valued at prices consistent with present 
consumer demand. 


With an increased supply of shoes available it was possible to acquire sufficient 
merchandise so that inventories by the end of the year were approximately in balance 
with quantities of merchandise necessary in relation to the increased volume of sales. 


Capital Investments 


The cost of leasehold improvements and equipment in respect to new stores in 
1946 amounted to approximately $765,000. This includes the ten additional stores 
opened during the year and five stores moved into new premises. In addition thereto, 
approximately $315,000 was expended in remodeling and modernizing existing stores. 


During the year your Company purchased a 99 year leasehold interest on what it 
considers a most choice commercial property in Long Beach, California, a portion of 
which will house a major Company unit. The consideration was $100,000 in cash and 
$250,000 in deferred long term installment payments. The rental income from this 
property now produces a substantial return on the investment and the Company con- 
siders it a most valuable equity. 

Consistent with the established policy of your Company in not holding real estate 
investments on a permanent basis, the real estate properties previously acquired in 
Seattle, Washington, and Corpus Christi, Texas, were sold during the year. However, 
the Company holds leases on these properties under very favorable terms. 


Our Employees 


Your Company had a total of approximately 3,400 full time and 1,250 part time 
employees at the close of the year. 


In addition to a liberal policy in granting vacations with pay and the payment of 
Christmas bonuses, your Company pays the entire cost of the Employees Retirement 
Pension Plan and contributes substantially to the Employees Group Insurance Plan. 
Such contributions in 1946 amounted to approximately $180,000. 


On October 10, 1946, your Board of Directors adopted an Employees Stock Purchase 
Plan under which a group of 45 key employees holding positions of importance with 
the Company agreed to purchase over a period of ten years a total of 28,500 shares of 
the Company’s unissued common stock at the then prevailing market price of $25 per 
share. On December 31, 1946, a total of 1,050 shares had been issued under the plan. 
The plan will be submitted for ratification at the next annual meeting of stockholders. 


Our Future 


In accordance with Government regulations and C.P.A. approval, ten new stores 
were added during the year; your Company now having 180 stores in operation. The 
present schedule indicates six new stores to be added in 1947. 


An extensive improvement and rehabilitation program covering many old units is 
now being held in abeyance by reason gf the Veterans Emergency Housing Program. 
Leases have been acquired for 19 locations intended to replace more advantageously 
existing stores on which leases are expiring. In addition thereto 43 leases have been 
consummated for new locations. Possession and occupancy of these locations are pro- 
jected over a period of years. This general expansion program will be gradually put 
into effect as soon as present restrictions permit and as construction costs become more 
stabilized. 


- The traditional policy of your Company with respect to its high standard of quality 
and values will be maintained so that competitive-wise it will continue its recognized 
leadership in its field. With a return to more normal merchandising conditions in the 
year 1947, and with a definite trend by the consumer toward popular priced shoes, 
we feel confident that your Company will again experience a favorable year of 
operations. 


Litigation 

On October 18, 1946, the Office of Price Administration instituted an action against 
the Company, alleging that between December 1, 1945 and June 15, 1946, the Company 
sold nylon hosiery in excess of ceiling prices, the total overcharges alleged being 
$130,194.60, and claiming damages treble that amount. The Company contends that 
the prices charged were not in excess of the ceiling prices applicable to it and has 
been advised by its counsel that it has a good and meritorious defense to the action. 


Appropriate steps are being taken and the Company is confident that its position will 
be sustained. 


A similar action by the Office of Price Administration against another shoe chain 
was recently dismissed by an order of the United States District Court for the Western 
District of Washington. 


In Closing 


It may be of interest to note that it will be 25 years in October this year since the 
first Chandler Boot Shop was opened in the City of Atlanta. At the time your present 
Company was incorporated in 1929 the business had expanded to 20 stores located chiefly 
in the South. The growth since then is recorded in a schedule contained elsewhere in 
this report. Your Company has long been recognized as the largest exclusive retailer of 
women’s shoes in America. 


Your Management appreciates its responsibility to all its loyal employees and 
recognizes how essential it is to always maintain customer confidence and good will. It 
likewise recognizes its responsibility to stockholders. All share in the fruits of your 
Company’s progress. We again face with optimism the new events and circumstances 
which future economic conditions will bring about. 


Respectfully submitted, 





March 11, 1947 


St. Louis, Missouri President 





The annual meeting of stockholders will be held in the office 
of the Company on April 28, 1947. A notice of the meeting 


with a proxy statement will be mailed to holders of common 
stock on or about April 10, 1947, at which time proxies will 
be requested by the Management. 





AUDITORS? CERTIFICATE 





S. D. LEIDESDORF & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 
408 OLIVE STREET 
ST. LOUIS 


Board of Directors, 
Edison Brothers Stores, Ine. 


St. Louis, Missouri. 


We have examined the consolidated balance sheet of EDISON BROTHERS 
STORES, INC. (a Delaware corporation) and subsidiary companies as at 
December 31, 1946, and the consolidated statement of profit and loss for the 
year then ended, have reviewed the system of internal control and the accounting 
procedures of the companies and, without making a detailed audit of the 
transactions, have examined or tested accounting records of the companies and 
other supporting evidence, by methods and to the extent we deemed appro- 
priate. Our examination was made in accordance with generally accepted 
auditing standards applicable in the circumstances and included all procedures 


which we considered necessary. 


In our opinion, the accompany consolidated balance sheet and related 
summary of profit and loss present fairly the consolidated position of EDISON 
BROTHERS STORES, INC., and subsidiary companies at December 31, 1946, 
and the result of their operations for the year, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


5S. D. LEIDESDORF & CO. 


St. Louis, Missouri, 
March 8, 1947. 


ASSETS 
CURRENT ASSETS: 
Cash on hand and demand deposits.............. 


United States Government securities at 
cost and accrued interest..............c.cccceec0.0+- 


Vendors’ debit balances, rents receivable. 
I, scnsagssakbasncnsanepceuiipnsasinenatieiatbaeguesancemadpenakiiee 


Merchandise inventories at the lower of 
cost or market 


a: aie ee sscauneaiancs 


ran I i er a Oe 


TOTAL CURRENT ASSETG.................... 


OTHER ASSETS: 


Sundry receivables, deposits, etc., less 
I 


Equities in real estate...............s.cccccresesssersees 


REAL ESTATE, partially pledged to secure 
mortgage—per contra (Note C): 


BI = canada cian cnhasvecps ceninnnccans tesa sehses ata Doeaaeonn 
eat ae $ 643,624.22 
Less—Reserve for depreciation.............. 11,715.91 


OTHER FIXED ASSETS: 


Cost 
Store fixtures and office equipment..............5 692,373.54 
Improvements to leased premises.................. 4,775,409.12 


Leasehold investments ............0:.cccccccccsesseseeeees 154,800.00 
$5,622.582.66 


DEFERRED CHARGES ...............0.cscsccosssessesess 


EDISON BROTHE 


(a Delaware 


AND SUBSIDIAF 


Consolidated Balance Sheet 


$ 4,478,406.89 
224,478.65 


305,981.41 


$10,533,920.57 
700,728.77 11,234,649.34 
16,243,516.29 

404,245.70 
268,430.30 672,676.00 

78,172.73 
631,908.31 710,081.04 


Reserve for 
Depreciation or 
Amortization 


$ 281,577.29 
2,319,024.88 
91,041.08 


$2,651,643.25 2,970,939.41 
221,627.35 
$20,818.840.09 


The notes to consolidated balance sheet are an integral 


RS STORES, Ine. 


corporation ) 


Y COMPANIES 


as at December 31, 1946 


LIABILITIES 
CURRENT LIABILITIES: 


Accounts payable— 


COUR cise candice sea ssesaasd easadeeenn caeebpanbniacienjraiameicinaanns $1.762,560.82 
TERMIOD ecsvasisensdnanessxcconsisssinsvaaosssecnaghisscumiasssbincnavoowssncesasseoepeces 912,307.12 
Debenture sinking fund and real estate mortgage install- 
Ments AUS Within ONE VOAT......<scroerocsecssressscosssececcaceseccscseeos sss 
Accrued Social Security taxes, state and local taxes............ 
Accrued rent, salaries, Wages, €C..........ssseeeseeeeees Pe EL Pee 
Funds collected or withheld for Governmental Agencies...... 
Federal income tax. estimated (Note A).............cc::c0c0eeseeeeeeee 1.900.000.00 
Less—-United States Treasury Notes acquired for pre- 
SRV UMOIE sic ocsiccsdcsnscsscisinccdssonssenanszesdoonasepnnipecncdssntnesenssepeasonsnesss 1,730.190.00 
TOTAL CORRECT. LER. vise ccicccsaccsoosassccesssiscese 
SINKING FUND DEBENTURES, 234%, DUE JANUARY 
BE Ree CINGNB, bh vsccctapesssss ccc meanenciauisaas inacancielnaaties 1.882,000.00 
Less—Sinking fund payment due January 14, 1947............ 62,000.00 


REAL ESTATE MORTGAGE, 4%, PAYABLE IN IN- 
STALLMENTS—SECURED BY REAL ESTATE—per 
URINE CI AsV scscsccecnasencccnaiceen Seen nats cas hlinwcnicndes hannah ineemtnd ines 250,000.00 


Less—Payment due July 1, 1947..................sccssscsssescssesersreees 17.500.00 


RESERVE FOR RISKS NOT COVERED BY INSURANCE 
hE CERRO SE AOU aos RNY EER ALE NE sea AR ey 


CAPITAL STOCK AND SURPLUS: 


Preferred shares, par value $100 per share, authorized 
65,000 shares— 


Outstanding, 50,000 shares, 414% cumulative (Note E).. 5,000,000.00 


Common shares, par value $1 per share, authorized 


1.200.000 shares— 


Outstanding 841,168 shares (Note F).........cccccccceeeeeeeeeeees 841,168.00 
RE GU ya cia cacsckste pi cinecetdedasiedinbidakbsonniranossactdbeagnedaatencdcnsane'e 1,028,545.30 
RE, CARI cick nchcks caciven sda cstaea cide cess chedettanroanaeodudacncancisede 7,391,952.80 





part hereof and should be read in connection herewith. 


$ 2,674,867.94 


79,500.00 
538,786.54 
585,812.41 
181,705.24 


169,810.00 


4,230,482.13 


1,820,000.00 


232,500.00 


274,191.86 


14,261,666.10 
$20,818,840.09 


(A) 


(B) 


(C) 


(D) 


(EB) 


(F) 


(G) 


(H) 


(I) 


NOTES TO CONSOLIDATED BALANCE SHEET 


The Federal income and excess profits tax returns of the companies have been examined 
by the Department of Internal Revenue through the year 1945. All known liability has been 
discharged to that date. 


The Sinking Fund Debentures were reduced $60,000 during the year through the operation 
of the sinking fund. Future annual sinking fund requirement begin with $62,000 on January 
14, 1947, and gradually increase to $80,000 on January 14, 1958, in the aggregate $882,000. The 
company has the privilege of prepayment of additional amounts in multiples of $1,000 at a 
premium beginning with 2.5% on January 14, 1947, and gradually decreasing to .24% to 
January 14, 1959. 


A leasehold expiring December 31, 2022 was acquired at a cost of $355,000, and as part of 
the purchase price the company executed a note for $250,000 secured by a mortgage on said 
leasehold. The mortgage note provides for annual principal payments beginning July 1, 1947, 
of not less than $17,500 and not more than $35,000. 


Insurance is not carried with underwriters for property losses of less than $10,000 at 
each retail unit. 


The preferred shares are redeemable at the option of the Board of Directors at any time 
in whole or from time to time in part at $108 per share on or before July 1, 1948; at $107 
before July 1, 1951; at $106 before July 1, 1953; at $105 before July 1, 1955; and at $104 
thereafter. Upon voluntary liquidation the shares are entitled to be paid, before any distribu- 
tion to the holders of the common stock to the amounts to which they would be entitled as 
set forth in the above plus dividends accrued and unpaid thereon whether or not earned or 
declared. Upon involuntary liquidation the shares are entitled to $100 per share and dividends 
as set forth above. 


Beginning on March 30, 1949, and each year thereafter, so long as any of the present 
series shall be outstanding, the company is required to set aside a sinking fund sufficient 
to purchase or redeem 1,000 shares thereof at $104. 


On January 20, 1947, the company sold 15,000 additional preferred shares. All rights with 
respect to dividends, redemption and liquidation thereof are as set forth above. The issuance 
of the additional shares causes the sinking fund requirement to be increased by an amount 
sufficient to purchase or redeem 300 shares. 


On January 23, 1946, the Certificate of Incorporation was amended to increase the author- 
ized common shares from 500,000 to 1,200,000 and the par value thereof was reduced from $2 
to $1 per share. The holders of the old $2 par value shares were then issued two shares of 
the new $1 par value shares for each old share held. In addition to the 841,168 common shares 
shown as outstanding 1,426 shares are held in the treasury. 1,050 common shares were issued 
during the year under an Employees Stock Purchase Plan. 


The Trust Indenture as modified pursuant to which the Debentures were issued provides 
certain restrictions on dividend payments and purchase or redemption of capital shares. The 
effect of this restriction is that $4,208,340 of surplus is available for dividends and such other 
purposes at December 31, 1946. The terms under which the $100 par value 44% cumulative 
shares were issued also place certain restrictions on the payment of dividends on, or the 
purchase or redemption of capital shares junior to the preferred shares. The effect of such 
restriction is that $3,246,557 of surplus is available for common dividends and such other 
purposes at December 31, 1946. 


During the year the company sold real estate securing a $270,000 balance on a mortgage 
note due August 6, 1947. The note had been assumed by the company on its acquisition of the 
rea] estate in 1945 and was assumed by the new purchaser without the company being released. 


The company is defendant in a civil action brought by the Office of Price Administration 
in the amount of $390,000 alleging violation of the Price Control Act to the extent of $130,000. 
The company denies any cause for action. 


EDISON BROTHERS STORES, Ine. 


(a Delaware corporation) 


AND SUBSIDIARY COMPANIES 


Statement of Surplus Account 


For the Year Ended December 31. 1946 


Particulars 
CAPITAL SURPLUS: 
Seusemnins a pemetidmed Bi. FOG aca tase ens eass ces, 


Add—Excess of the sale price ($25 per share) over the 
par value of 1,050 shares of common stock sold under 


an employees stock purchase plan................cccccssseseeseeeeeeees 


BALANCE, DECEMBER 31, 1946..............ccccccccsscseees 


EARNED SURPLUS: 
peakenne, Denemibiek: Si. F905 kc iced Vice ce a 


Profit for the year ended December 31, 1946...0...0...0.0..00.00-+. 


Dividends paid— 
Preferred shares 


Common shares 


shntehnisnnaduphnsinondibeswihadlbtiaiiieiadeaunalteepbarubencéadinaessuih % 212,500.00 


sacanstiaeneapennnesnibdatnicafenetsenttvamtbedicashetpasulnichediionsl 1,471,125.25 


Amount 


$1,003,345.30 


25,200.00 


$1,028,545.30 


$5,893,400.16 


3,182,177.89 


9,075,578.05 


1,683,625.25 


$7,391,952.80 


EDISON BROTHERS STORES, Inc. 


(a Delaware corporation) 


AND SUBSIDIARY COMPANIES 


Summary of Consolidated Profit and Loss 
For the Year Ended December 31, 1946 


Particulars Amount 
FAO UR ..... ...sasinonitnnansunnssnrnenbedpaneduannskinaintomncieasanbessesipuubbiiines $65,670,765.93 


COST OF GOODS SOLD AND STORE OPERATING EX- 
PENSES, EXCLUSIVE OF DEPRECIATION AND 


AMORTIZATION EXPENSE ...................ccsscccrsssscsscseressesersssosees 58,276,418.42 
7,394,347.51 
DEDUCT: 
Administrative and general expeMmses............csceereercersenneesees $2,219,926.97 
Depreciation of store fixtures, office equipment, etc., and 
amortization of improvements to leased premises.............. 351,808.72 
Other expenses, Met...........scsecseseeeseessesnenesnensneneenssnensneneesenennaneanenss 186,308.63 2,758,044.32 
4,636,303.19 


PROFIT ON SALE OF REAL ESTATE, EQUITIES IN 


REAL ESTATE AND U. S. TREASURY NOTES............ 517,170.86 
PROFIT BEFORE PROVISION FOR TAXES 
CE RE nas ck casasacdeiebsddandicdannstanmrannnsateninsientines 5,153,474.05 
PROVISION FOR TAXES ON INCOME: 
Federal taxes OM IMCOME............c.:ccccccsesssssoncscsscsescoccssesescoeeesse sees 1,851,092.42 
State taxes based OM INCOME..........cccccccccesserserecenrecseensssnsesensesess 120,203.74 1,971,296.16 
. NET PROFIT TRANSFERRED TO SURPLUS... $ 3,182,177.89 


a 
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EDISON BROTHERS STORES, Inc. 


AND SUBSIDIARY COMPANIES 


v 


Eighteen Year Record of Progress 


$ 3,778,460 
4,912,247 
6,423,307 
8,017,960 

10,189,048 
14,125,387 
16,295,595 
19,689,865 
23,764,677 
24,205,239 
24,911,899 
26,481,080 
33,613,756 
45,952,208 
39,775,724 
44,542,663 
53,215,144 
65,670,766 


SALARIES 
AND 
WAGES 

$ 531,758 
632,291 
789,759 

1,018,624 
1,331,425 
1,927,266 
2,233,601 
2,679,398 
3,370,557 
3,387,668 
3,481,150 
3,630,088 
4,455,079 
5,912,048 
5,910,760 
6,245,562 
7,533,392 
9,408,814 


TAX 
PAI 


D OR 
ACCRUED 


$ 42,515 
40,458 
31,208 
26,412 

126,579 
136,285 
150,217 
292,614 
349,354 
397,538 
408,274 
643,145 
1,521,757 
3,486,191 
2,345,193 
2,335,944 
3,787,177 
2,288,188 


NET 
INCOME 


$ 230,223 
173,854 
30,420 
112,528 
484,186 
967,961 
609,058 
796,756 
714,782 
919,323 
897,055 
1,041,223 
1,305,680 
1,249,024 
1,130,781 
1,091,825 
1,360,520 
3,182,178 


PER COMMON 
SHARE (2) 
$0.29 
0.18 
(0.03) 
0.10 
0.69 
0.82 
0.87 
1.05 
0.87 
1.10 
1.07 
1.26 
1.59 
1.44 
1.29 
1.24 
1.39 
3.53 


(1) Eleven months period. Changed from fiscal year ended January 31 to calendar year. 


(2) Based upon number of common shares outstanding at end of each year except that 
retroactive effect was given to the 3 for 1 split-up as of March 1, 1937, and the 2 


for 1 split-up effective January 28, 1946. 


Sales volume declined in 1943 on account of shoe rationing which went into effect Febru- 
ary 8, 1943, and continued until October 30, 1945. Net income during the war years was 
also held down due to the war excess profits tax rates. Net income and earnings per 
common share have been adjusted by adding back the post war credits and claims for 
refund in connection with federal excess profits taxes. 


EDISON BROTHERS STORES, Ine. 


Largest Exclusive Retailers of Women’s Shoes in America 


Also Distributors of 


Hosiery, Handbags and Allied Accessories 


all 


At December 31, 1946, the Company operated 180 stores in 107 cities of 33 states and 


District of Columbia. All of the stores operate under trade names. The 180 stores are 


divided as follows: 


Chandler Boot Shop................::esecesseesees 33 

Dal eh CU COROI ji peadesisadedrarccatscescenexe 32 

mre ans PUN 2G oa uae Ses oansansons 69 

ae tae PRIN asia cornice nase tipseichaexenaxte 46 
Ye a 


SPECIAL AIR SERVICE 


PB > Ly LB IO PSD : ‘ : — so Bue ee eee ee ee . OO EL LLL eS ECE POTEET er) or 





Shoes shipped by air for the first time in the history of the Company were flown by 


the Flying Tiger Line to our warehouse. The shipment left the Boston Airfield at six 
o’clock, May 14, and arrived in St. Louis the next morning at eight o’clock. An hour later 
they were in our warehouse and that same afternoon the shoes had been sorted and 
redistributed, ready for shipment to the stores. Since then shipments have been routed 


by air to Pacific Coast stores. 
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MILLIONS OF EYES 
HAVE SEEN OUR SHOES 
THROUGH NATIONAL ADVERTISING 
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EDISON BROTHERS STORES, INC. 


